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Following a disastrous 1995 tourist year, Costa Rican officials are predicting a rebound in 1996.
Many industry leaders, however, are not optimistic and blame government inattention for what
they are calling a crisis. Changes in government policy affecting tourism have become a hotly
debated political issue in the Legislative Assembly. Since the late 1980s, tourism in Costa Rica has
been growing with impressive speed, both in the number of foreign visitors and in gross industry
earnings. It is now the leading earner of foreign exchange ahead of banana and coffee exports (see
NotiSur, 02/01/96 and NotiCen, 06/13/96).
From US$136.2 million in 1987, income from tourism grew to US$679.2 million in 1994, when over
761,000 foreign tourists entered the country. But in 1995, while tourists came in still greater numbers,
the growth rate fell off from the customary double-digit figures to just 3%. In the same year, annual
growth in industry earnings, which had averaged over 23% since 1987, plummeted to a negative
2.6%. The decline continued into the first quarter of 1996 as the growth rate in foreign tourism
slipped to minus 2.1%.
Meanwhile, new hotel construction went on, raising room capacity by 25.7% in the first quarter of
this year. Despite deep discounts on room rates, hotel occupancy for the 1995- 1996 winter season
averaged only 54%, and that led to estimates that by the end of the year, 70% of the nation's hotels
would be operating in the red. Agustin Monge, president of the hoteliers association (Asociacion
de Hoteles y Afines, ACHA), described the 1995-1996 season as the worst in the last 15 years and
predicted that, if occupancy rates do not reach 70% in the current November-May high season,
many hotels will not survive the 1997 summer low season. The downturn has paralyzed several
tourism development projects and put them behind in their loan payments.
While tourism businesses complain of difficult access to long-term credit, bankers complain of
delinquent loans. Bank officers say they are reluctant to extend credit to the industry because of its
poor repayment record. The Banco Nacional, for example, reported in June that 47% of its loans to
the industry were in arrears. Efforts by the government's tourism institute (Instituto Costarricense
de Turismo, ICT) to take up the slack by promoting domestic tourism met with only modest success,
in part because Costa Rican tourists spend much less than the average US$90 per day spent by
foreign visitors. In October, the ICT began a US$3 million promotional campaign in the US and
Canada. This effort may be paying off as some tourist agencies report heavy bookings for the 1996-
1997 winter season, and some of the larger hotels reported 50% occupancy rates in November.
Despite all the talk of crisis, Tourism Minister Carlos Roesch has minimized the seriousness of the
downturn, pointing out that the decline seems greater than it is because of an oversupply of hotel
accommodations. He insisted that the ICT promotion shows that the government has the same
interest in seeing recovery as does the industry. But, he said, the private sector is partly to blame
for its own troubles. He advised the industry to improve service, to treat Costa Rican and foreign
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tourists equally, and to get used to selling tourism abroad, "instead of waiting for the tourists to
arrive." Roesch recently predicted that tourism would grow this year by 10% and supported this
contention with ICT statistics that show an increase in the number of visitors from Argentina,
Canada, and Great Britain.
Still, there is a growing belief that tourism is suffering from fundamental problems both inside and
outside the private sector. Tourism industry leaders and the ICT agree with the assessment of many
tourists who complain of a weak tourism infrastructure, especially the deplorable condition of the
nation's highways. This is especially critical because much of Costa Rica's tourist appeal in Canada,
the US, and Europe has come from ecotourism programs that require travel to the national-park
system. A study of tourism and the tourism infrastructure by the research firm Unimer during the
1995-1996 season showed that foreign visitors had a generally favorable impression of the country
but many complaints.
The survey, in effect an exit poll taken as tourists waited to board their planes at the Juan
Santamaria airport, showed that 68% of the respondents were satisfied with their stay in Costa
Rica, and 65% said they might return. Still, 67% had complaints. Thirty-one percent said that they
had been victims of robbery, dishonest taxi drivers, or bad service from car-rental companies.
Others complained of high prices, poor service, and dirty and polluted cities. The chief complaint,
mentioned by 45%, was the condition of streets and highways. The study concluded that the two
major problems in government tourism policy were ignoring the "obsolete infrastructure," and "the
lack of efforts to find out what the tourist thinks."
Monge went even further. "Frustration with the government is total. If you brought 10 people
together to wreck [tourism]...they would come up with the same formula used by the government:
an increase in entry fees in the national parks, an increase in exit taxes, a tax on hotel rooms, and a
1% tax on business assets." Another important factor, though one that does not appear prominently
in the opinion surveys, is the country's public- security problem. German tourism, which previously
accounted for 6% of all foreign visitors, has fallen off by 20% since the highly publicized kidnapping
of a German tourist and a Swiss resident of Costa Rica in January (see NotiSur, 03/01/96 and
03/15/96).
The causes of the crisis in tourism and what is to be done have become political issues. Reform
proposals under discussion include removing the 3% tax on hotel accommodations and scrapping
the ICT, which is often accused of inefficiency. Some of the smaller-hotel owners have complained
that ICT gives them little promotional support and is a bloated bureaucracy. Partido de Liberacion
Nacional (PLN) Deputy Otton Solis argues that removing the tax from this powerful industry means
that the burden will only be shifted to the average taxpayer to make up the US$30 million loss from
the hotel tax. Solis and a bipartisan group of deputies favor abolishing the ICT and privatizing its
tourism-promotion functions.
In November, the Assembly's Committee on Economic Affairs voted against eliminating the
embattled ICT but moved to rescind the 3% tax and to cancel a proposed 3 percentage-point
increase in the tax on airline tickets, from 5% to 8%. If approved by the Assembly in December,
industry leaders expect the decision to improve prospects for the current winter season. Also in
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process, according to the Public Works Ministry, is a US$70 million road-improvement project.
[Sources: Tico Times, 11/15/96; Inforpress Centroamericana (Guatemala), 11/21/96; La Nacion,
01/01/96, 03/21/96, 06/24/96, 11/03/96, 11/06/96, 12/02/96;]
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